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E.O. 11652: N/A 
TAGS: EFINIT 

SUB J : PHASE-OUT OF ITALIAN PRIOR DEPOSIT 

1 . ON SEPTEMBER 30 ITALIAN PRESS REPORTS THAT AT SEPTEMBER 
29 PRESS CONFERENCE IN BRUSSELS, EC VICE PRESIDENT HAFERKAMP 
ANNOUNCED THAT EC COMMISSION HAS APPROVED ITALIAN REQUEST FOR 
PHASING OUT OF PRIOR EXCHANGE DEPOSIT THROUGH REDUCTION IN DEPOSIT 
RATE INSTEAD OF COMPLETE ABOLITION AS SCHEDULED FOR NOVEMBER 3. 

2. FOLLOWING IS SCHEDULE GIVEN FOR PHASE-OUT: 

OCTOBER 15, 1976 REDUCTION FROM 50 TO 45 PERCENT 
NOVEMBER 30 1976 REDUCTION FROM 45 TO 40 PERCENT 
JANUARY 15 1977 REDUCTION FROM 40 TO 25 PERCENT 
FEBRUARY 28, 1977 REDUCTION FROM 25 TO 10 PERCENT 
APRIL 15 1977 TERMINATION OF DEPOSIT REQUIREMENT 

3. GOI ALSO ISSUED COMMUNIQUE SEPTEMBER 29 INDICATING ITS 

HOPE THAT THE PLANNED PHASE-OUT OF THE DEPOSIT, IN FULL AGREEMENT 
WITH THE EC AND WITH PRIOR CONSULTATION WITH THE IMF, WOULD BE 
RECOGNIZED AS PROOF OF GOOD WILL AND OF INTERNATIONAL COOPERATION 
AT A TIME WHEN A PACKAGE OF MEASURES IS BEING PROPOSED FOR STABILI- 
ZATION 

OF THE ITALIAN ECONOMY. 

4. /COMMENT/. THROUGH ABOVE PHASE-OUT OF DEPOSIT, GOI HOPES TO: 

(1) AVOID CONCENTRATED PRESSURE ON LIRA DUE TO REPAYMENTS OF 
SHORT-TERM FOREIGN FINANCING OF PRIOR DEPOSIT DURING RELATIVELY 
BRIEF TIME PERIOD: 

(2) PROVIDE CONTINUED PROTECTION FOR LIRA IN FACE OF PRESENT 
EXCHANGE MARKET INSTABILITY AND DURING NEXT SIX MONTHS WHEN ITALY'S 
BALANCE OF PAYMENTS IS SEASONALLY WEAK;(3) NONETHELESS DEMONSTRATE 
TO EC, IMF, GATT AND OTHER ITS INTENT TO ELIMINATE THIS MEASURE; 

(4) ALLOW ITALIAN TRADERS TO PLAN THEIR PURCHASES AND SALES OF 
FOREIGN EXCHANGE WITH SOME ADVANCE KNOWLEDGE OF THIS MARKET 
FACTOR, AND (5) PERMIT DOMESTIC LIQUIDITY EFFECT OF PRIOR 
DEPOSIT (I.E.RELEASE OF ABOUT 4,000 BILLION LIRE) TO BE SPREAD 
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OUT OVERLONGER PERIOD OF TIME AND ALLOW GOI TO IMPOSE WHATEVER 
LIQUIDITY ABSORBING MEASURES MAY PROVE NECESSARY DURING THIS PERIOD. 
VOLPE 
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